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MEMORANDUM FOR: Senior Agency Managers 

SUBJECT: Recent and Potential Changes in CIA Management 


1. During the four months or so that I have been DDCI, I have 
been devoting a great deal of my time and attention to the charge 
given to me under terms of the President s Executive Oroe , 

to provide for the day-to-day operation of the Agency ati^at tne 
same time, meet Director Bush's charge that I concert the Agency as 
one institution rather than have a collection of separate component. . 
Accordingly, I have had discussions with the Deputy Directors, heaas 
of offices, and many others in the Agency on a number of very large 
and troublesome issues. What are our most serious and Pressing pro u®. 
How should we attack those problems and in whar. order, what sort- 
of solutions seem most promising? In short, we have been grappling 
with questions about, the past, present, and future management of CIA. 

2 At this juncture, we still have far more questions than answers, 
but we have covered a fair amount of territory.. Some ideas tnat were 
amorphous a few weeks ago are beginning to take on sh ape and subst anc e. 
Some others have died a well-deserved death. 1 want co s.t forth he, 
in considerable detail, just what we have done, wnat is una r active 
consideration, and what is not-in part for your information out more 
importantly to give you a source of readily available, author itat- 
answers to the many questions you are being asked by your co-workers 
and subordinates. Rumors are a natural and inesccapableconsequence 

of changed leadership and new perspectives, but we would like. to feel 
that we^have done everything we can to keep all our employees as c 1 
informed as possible on the facts, so that we can avoid the unnecessary 
personal uncertainty and institutional disruption that. comes from i 1 
founded speculation. 

3 Within days of being sworn in, I reviewed the proposed 1978 
budget and — working with the Deputies and the c o^Ptr°ller--made some 
difficult decisions about the distribution of people ana ^unds. In 
that review, a number of fundamental problems became apparent, notc-bly 
Sf need IS L effective central planning and evaluation mechanism, 
our lack of precise knowledge about the runctions and specialitieo 
o£~ou r people, ' the absence of any coherent policy tnat would enour.. 
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the maximum effective use of building space in the Washing ton «ea, 
the" need for a clearer definition of our requirements f« r _ c «^rt action 
capabilities in the future, and the needto better control ADP costs. 

Actions to remedy these deficiencies were put in train immediately a. . 
the Program Review, and those actions have subsequently been integrated 
into the management system we are evolving. 

4 As you know, the Executive Advisory Group was established on 
22 June, replacing the former Management Committee . I serve as Chairman, 
Se Stroller al Vice Chairman. The four Deputy Directors and the 
General Counsel are full-time members, and m adaition the Mb is 
anamented bv others on specific topics on an ad hoc basis. MG usually 
JL' twice weekly (Tuesdays and Thursdays) to consider manor Agency wide 
isSes ^S to let the Sage for policy and planning decisions. In making 
these dS?sions! I confer g daily Sith Director Bush who, of course, remains 
the authoritative head of our Agency. 

t- . norr j riina i qsue has been the thread connecting virtually every 

*. hfi npxt vear or so before we could reasonably expect to be able to a f n Jf ve 
" substantial. And, since almost every change made to date-whetber 
SStiSr m the nature of special assignments for a gen or so 

individuals--has^been^g^response^g^one^or^anothcr^facet^of^t^e^g f 0 gg 0 ws 

Mound the five goals uoon which the EAG has agreed and the more numerous 
SSific guesSons wl have committed ourselves to address rn the nexc 

several months. 

Goal: Re must sharpen our caj£biU £Ltojfe^^ 
really need . 

- _ . u al n-i .. j-uq qinale most urgent requirement facing the 

6. Put so baldly, tne single UUSL « ^ .. -? AC • addressinq 

£E 

customers that have not, to date, been satis ac or l y g • interpret 

analytical field, we are concerned with improving our ab y subst anUve 

all cons umer needs, determining now maintain 

tave S been 9 assigned in large. part to the NIOs,. “gg/g 

S^eSnf SSiaiJ\o U the a iKeS?f need^ of policy-makers and creating 
fjS. that will ensure that the low-probability but high-impact 
naivHeal hypothesis is brought to the attention of policy makers, 
are lookiSTfor ways to improve performance of our crisis management 

md strategio 9 warning y re spor.sibilitios and to make our products more 

widely available. 
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8. Although we are still adding to the list of questions to be faced, 
we have begun to take specific steps aimed at obtaining some answers in 
fairly short order. The DPI , Dr. Sayre Stevens, has presented several 
alternative organizational and procedural proposals that would reshape 

the components that produce finished intelligence and enhance their ability 
to provide the new kinds of product being sought by customers. . A related 
question is whether any reorganization should include integration of the 
two DDS&T production offices — the Office of Weapons Intelligence and the 
Office of Scientific Intelligence — with those now in the DDI. An outside 
consulting firm' has been engaged to give us independent recommendations. 

We intend* to reach some firm decisions on the organization and procedures 
of the production offices by the end of this year. 

9. Once these fundamental questions about organization have been 
settled. Dr. Stevens vail turn his attention to other, more specific, 
questions such as those about customer relations, Congressional needs, 
and wider dissemination of the product. We currently plan to address 
these matters in the EAG early in calendar 1977. 

25X1 A 10. I have assigned as my Special Assistant with the respons- 

ibility for recommending changeful our crisis ma nag ement a nd strategic 
warning procedures in an effort to improve our performance In these neglected 
areas. ~ The EAG expects to review the results of his study in March. In 
addition, because of the urgency and magnitude of the international terrorism 
problem, I appointed Cord as the centralized point of reference in the Agency 
with which the Department of State can deal on intelligence matters concerned 
with terrorism. He is in direct contact with Ambassador Douglas Heck, 
Coordinator of the 'President's Cabinet Committee to Combat Terrorism. 
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14. One of the fundamental questions about the relationship between 
CIA programs and other Community programs involves Signals Intelligence— 
SIGINT. This issue has been raised repeatedly in the past; It haiTbeen 
resurrected most recently by the House Appropriations Committee. As a 
result, a special three-man task force wa s established in July, 
serves as the Chairman and is assisted by and 

Jim Hirsch from Office of ELINT. The three-man team is examining all 
Agency COMINT and ELINT activities and will provide us with recommendations 
on which specific programs are essential to the missions of this agency 
and which are principally contributors to national needs and could as 
well be managed by some other community organisation. The task force 
i^als^ookinc^^h^orqanizatior^^h^lGIg^f f or t , 

mmnHHHHBHi it will give us 
recommendations for reorganization of activities that should remain solely 
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in the CIA program. And it is looking at ways that SIGIWT from other 
community elements could better serve the needs of CIA. The task force 
has met with the EAG five times so far; its final recommendations are due 
by the end of January 1977 , and they will be the basis for a report to 
the DCI, the CFI, and the Congress on what changes, if any, we propose 
to make in time for implementation by 1 October 1978. 

15. An obvious question that arises after addressing these issues is 
the future size, shape and direction of the Directora te fo r Science and 
Technology . At its first meeting, the EAG considered a proposal for 
dispersing the functions of the Office of Research and Development to 
other components but decided against it, believing that the possible 
damage to basic research outweighed the personnel savings that would 
have resulted. We are not yet taking any other specific steps to consider 
the future of the Directorate; until we have decided what to do about Owl 
and OSI and what to do about that portion of the SIGINT effort now housed 
in DDS&T, any such action would be premature. 

16. Another aspect of the performance problem is spac e. Work areas 
should be an incentive; they should enhance our efforts, not hamper them. 

I am concerned about the apparent inequities in both quantity and location 
of space. Mr. John Blake, the DDA, has given the EAG a factual present- 
ation on the current situation, and he has been charged with developing 
an overall policy statement to guide future space decisions. 

Goal : We must establish a n e ffecti ve Agency management process 
that will enable us to coordin ate and in tegrate activities of all 
directorates and make effect iv e plans f or the future.* * 

17. The specific questions being addressed in reaching for this goal 
involve mechanisms for near-term decisio ns and for be tte r planni ng. In 
accordance with the DCi~ directive, we need to ensure that the Agency is 
one organization, not four. We must in the near term develop evaluation 
techniques that will assist us in resource allocation and assure ourselves 
that we can make trade-off decisions wisely. And we must prepare ourselves 
for making the "right" decisions about investments in future capabilities. 

25X1 D To do this, we have to develop better, more specific ways of projecting 

the intelligenc^requ^ement^^^th^^SOs. We need to decide rather soon 
what satellite systems will be needed, as well as 

what kinds of collaborative DCO/DDS&T operational efforts will be required 
and how such joint efforts can best be managed. 

18. A number of changes, beginning with establishment of the EAG, have 
already been made in our efforts to improve Agency management and planning. 
The Comptroller's Meetings, through which month-to-inonth decisions on 
resource allocations are made throughout the year, have been folded into 
the regular EAG cycle. The former Collection Guidance and Assessments Staff 
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has been moved from the DDI to the Office of the Comptroller, to 
ensure that there is a direct relationship between resource decisions 
on the one hand and intelligence judgments and requirements on the other. 
Renamed the Requirements and Evaluation Staff, this group will henceforth 
have greater access to internal evaluations of all Agency components 
and will have a ready channel for making a collective judgment to the 
Executive Advisory Group. The Office of the Comptroller has been further 
expanded by the addition of the former NIO for Special Activities — -now 
the Special Assistant to the Comptroller for Strategi^Inte^Ugence^^ 
(SA/SI ) . The particular responsibility of the SA/SI , 
is to ensure that trie Agency takes well-conceived and carefully directed 
cross-directorate approaches to difficult collection proMem^involving 
a combination of technical and clandestine techiques.^^^^^^J has 
met twice to date with the EAG, to report on projects currently underway 
and to discuss possible approaches to managing future projects. As a 
result, a new project management approach has been agreed to. 

19. One major management issue is personnel levels . We face many 
conflicting demands for personnel increases, and I want to be able to 
consider such demands in the light of the overall personnel balance. 

As a first step in that direction, the Comptroller and the DDA are 
devel oping guidelines for an inventory of our current uses of people, 
since we must know what the balance is before we can decide whether 
it_ is appropriate. "" 

20. Concurrently, the DDS&T, Mr. Leslie Dirks, has been charged 
with proposing procedures for developing more concrete ideas of future 
intelligence challenges and the possible requirements for major new systems 
in the next decade. Both technology and the nature of the intelligence 
questions we face are changing very rapidly. Moreover, the restrictions 
placed on the clandestine collection activities of the Agency by E.O. 11905, 
make it apparent that we must turn increasingly to technical collection 
systems for fulfillment of our analytical requirements in certain areas. 

21. We are trying to take the first step toward development of a 
better planning process in the next two months. One result of the new" 
organization of the Intelligence Community structure is that we will 
henceforth receive guidance figures on our total permissible budget from 
the Committee on Foreign Intelligence before the budget is first compiled 
by the components. Using the preliminary figures for 1979 developed by 
the components as part of the 1978 Program Review, we plan to have one 

or two EAG meetings in December that will consider the major policy 
questions that will arise in connection with the 1979 Program. The idea 
here is to guide the development of that budget in advance so we can be 
sure it will be a vehicle for achievement of specific, well defined 
objectives and not simply an extension of current trends. Given the 
fact that major changes are taking place that undermine the premises 
upon which preliminary 1979 plans were formulated, both the components 
and the EAG will have considerable difficulty in addressing an overall 
strategy. But by toe combined efforts of the EAG members a workable 
program can be effected. 
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22. The period of intensive investigation and public attention to 
the Agency has ended, but we have a great deal of work to do to improve 
our Con gressional and public relations . We need to strive for far more 
than simply reestablishing the level of communication and understanding 
that existed before 1975. We must adjust to a whole new way of life. We 
will be living with a far more intensive level of Congressional oversight 
than in the past, and we have recognized that there is a new legitimacy to 
reasonable degrees of public scrutiny of American, intelligence. We are 
confident all of these adjustments can be made without disclosing sensitive 
intelligence sources and methods — disclosures which would inflict unaccept- 
able damage on us. As a matter of fact, we will be pressing ahead with the 
new Congress to get stronger secrecy legislation to protect sources and 
methods . 


23. The investigations and reviews have made American intelligence — 
what it is and what it is not — a fit subject for public consideration. 

Right now, the public mood appears supportive of intelligence activities 
but the public wants them to be well advised and controlled. The Director 
and I, recognizing the need for public understanding of our mission and 
roles, believe it is advisable and necessary to continue to speak openly 
and candidly about the CIA and the Intelligence Community, once again 
without violating secrecy and the need to protect intelligence sources 
and methods. To assist in this important task, Mr. Andrew Falkiewicz 
has joined us as Assistant to the DCI and is taking a fresh look at how 
best to address it. 

24. As to media relations, Mr. Falkiewicz has been named chairman of a 
new Publications Review Board which will look at unclassified articles 
proposed for publication in open literature by CIA personnel. The Board 
will review articles not only for security implications but also for an 
assessment of potential public impact. The general charge is to ensure 
that we are at one and the same time more forthcoming with information and 
more alert to the potential consequences of what we provide. We intend to 
review existing policies on both public and press relationships in the EAG 
in early 1977. 

25. Good working relations have been established with the new Senate 
Select Committee on Intelligence. Experiences with the Committee members 
have been uniformly encouraging, particularly with regard to the Committee's 
understanding of the need for secrecy and security, and personnel throughout 
the Agency report favorably on their initial contacts with the Committee and 
its staffers. The Senate Appropriations Committee has recently appointed a 
full-time staffer, Mr. James Fellenbaum, to handle intelligence — a development 
that provides us with the opportunity for developing a strong relationship 
with the second of the two key committees in the Appropriations process. "The 
Legislative Counsel, Mr. George Cary, has had a couple of discussions with 
the EAG on recent developments in the Congressional relations area, and he 
has prepared a draft notice on procedures for coordination of Congressional 
relations that will be reviewed by the EAG. 

7 



Approved For Release 2001/08/27 : CIA-RDP79-00498A000300050031-9 


Approved Fosftelease 2001/08/27 : CIA-RDP79-OO498*0OO3OOO5OO31-9 

Goal : We must strengthen our command and co n trol arrangements to 
ensure that we are protected from improprietie s . 

26. Underlying this simple -sounding goal are a number of very thorny 
questions. Intelligence is a business in which originality,, imagination, 
and risk-taking are essential ingredients of success. But we are — and want 
to be — part of a uniquely American system which depends for its strength on 
the rule of lav/. How can the inherent creativity of our people be enhanced 
while all of us are assured of the legality and propriety of our actions? 
What can we do to reconci le operati onal demands with l e gal restric tions? 
Internally, what combination of regulations, guidance, inspection, review 
and reporting will protect our integrity without degrading our effectiveness? 

27. As one early step toward answering some of these questions, the 
Inspector General, Mr. John Waller, has formulated and the EAG has approved 
an initial short-term IG inspection plan that will cover all components 
and identify potential problem areas for more careful study. These initial 
inspections will be completed by the end of this year. In addition, the 
General Counsel, Mr. Anthony Lapham, will discuss with the EAG his proposals 
for improving guidance on legal restrictions — proposals based primarily 

on the concept that we should develop specific, detailed guidance for each 
category of Agency employees facing a particular set of problems, rather 
than attempt to develop general guidance for all employees on all possible 
problems. In a third phase of this effort, Mr. Waller and Mr. Lapham have 
jointly alerted the EAG to the set of potential problems growing out of 
real or apparent conflicts- between operational requirements (e.g. r cover 
considerations) and local — as opposed to Federal — lews and regulations. 

The EAG has set up a task force (led by Mr. Lapham and consisting also of 
thefourAssoc i at e Deputy Directors, the Assistant Comptroller for Resources, 
25X1 A °f roy office, and Mr. Waller) to provide an interim report 

by 4 November on the following matters: 

— how we should impart keener awareness of Headquarters 
regulations to all employees in order to ensure that we 
remain within our established operating framework; 

—how we can ensure that each group of employees gets all the 
guidance it needs and a minimum that is irrelevant to its 
needs ; 

— what further steps we can take to guarantee individual employees 
ample opportunity to surface problems that trouble them; 

— how we can improve the communication of additional guidance 
as appropriate from top management to individual employee; and 

— what steps we should take to deal with the problem of possible 
conflict between operational needs and established laws. 
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28. Another question facing the BAG is the appropriate role of CIA 
in assisting foreign governments in procurement actions undertaken in 
the U.S. To date, each such case has been handled as it arose, v/ithout 
specific guidelines. This is one of many areas in which .1 would like 
to see some. broad policies and regularized review processes develop, 

so we do not find ourselves with commitments and involvements that 
subsequently prove detrimental to CIA. The EAG has asked the DDA to 
draft a proposed statement of policy, including explicit criteria for 
our involvement, and' accompanying proposals for a review process; we 
expect to review his proposals In the EAG in December. 

Goal t We must improve o ur personnel policies for th e benefit o f 

the Agency, its employees, and its applicants for empl oy ment . 

29. This last goal is in fact one essential for development of all 
the others. Our basic resource and key to success is peopie- and that 
means individuals, not some abstract — like positions, or some aggregate — 
like intelligence officers or secretaries'. " We must, of course, continue 
to hire the best possible people in the first place. But we want to 
ensure that we do everything possible to capitalize on the strengths of 
each individual. The EAG will be taking a very hard look at all the 
personnel policies and practices that have developed over time. We want 
to promote career development opportunities and early-career training 
and assignment practices. We want to relate the intelligence needs of 
the 1980's to the hiring decisions of the present. We will look at the 
existing career service structure, to determine if it truly serves our 
needs; in a related area, we will continue to take advantage of opportun- 
ities for cross-directorate experience. We want to develop means for 
giving greater recognition to superior individual performance and clearly 
establish means for early recognition of less than adequate performance. 

30. We will continue to give very special attention to our EEQ program . 
The record of the last several years has been poor, but we are determined 
to improve in this area. The Office of Personnel has been directed to 
take concrete steps in the EEO area. The most important single decision 
that shapes our EEO progress is the decision on who is hired and who is 
not; for minority applicants, that decision will now be made by the Deputy 
Directors, and they will be directly accountable to me for their decisions. 
In addition, I have instituted a new system under which the Deputies report 
directly to me, in detail and on a quarterly basis, on EEO progress. 

31. As a first step toward tackling the general personnel issues, 
which are important to every Agency employee, the DDA provided the EAG 
with initial recommendations on October 20. In t hat m eeting, the EAG 
app roved a proposal for EAG review of nominations to key operating 
positions, and the Office of Personnel and the Comptroller have been 
charged with developing a system. In addition, EAG asked Personnel 
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,to formulate detailed proposals on uniform promotion and separation 
policies and on the supervisor's role in training and developing 
newly hired employees. We will also be looking more closely at rotation 
policy and our personnel mix. We expect to make changes in these areas, 
but n ot precipitate ones. We have evolved our existing practices over 
many years, and we are not interested in change for its own sake. We 
want to be sure that the new approaches we take to these old problems 
are significant improvements . 

32. In a slightly longer time frame L the EAG also wants to look at 
al l c urrent Agency training programs, to make sure that they are relevant 

to the needs of our employees. And we want to lo ok at an a rea of particular 
interest to me — the question of whether there is a real or perceived 
difference in status accorded those in our service elements and those in 
our more widely known collection and production elements and, if so, what 
can be done to end that difference . We cu rrently plan to address these 
issues in the EAG in early 1977. 

What has really changed ? 

33. With all the references above to studies, proposals, pressing 
questions and as yet unresolved problems, it is easy for those without 
direct access to the proceedings of the EAG and the daily decisions of 

the management of the Agency to conclude that little fundamental difference 
has been made since July. I, for one, believe that things have changed 
already and that further substantial change will occur in the next several 
months. 

34. In this regard, it is important to look at specifics. The long- 
standing desire for more unification and less parochialism in the Agency's 
four parts has been translated into a number of new appointments to senior 
posts — appointments of individuals from different parts of the Agency 

and of individuals from outside. These initial top level appointments 
are leading to an increase in cross-directorate assignments at lower 
levels; we are determined to encourage this trend. The individuals on 
the SIGINT Task Force have been detached from their components and are 
reporting directly to me; they are developing an Agency position on SIGINT, 
rather than two Directorate positions that would have to be -reconciled. 

The first Semi-annual report to the National Security Council on sensitive 
activities was reviewed by the EAG and revised in accordance with its 
instructions; this is precisely the sort of document that would have been 
handled bilaterally between the DCI and one Deputy in the past. Similarly, 
the EAG dealt collectively with the specific issues arising out of 
Congressional action on our 1977 budget. Also in the resource area, we 
are developing a prioritized list of those planned 1977 projects and 
expenditures of least value to the Agency as a whole, so that any funding 
adjustments we have to make during the year will reflect conscious choices 
about what to do and what to forego. 
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34. In summary, I believe we are making progress in meeting the 
terms of E.O. 11905; we have started in the new directions callea for 
by Director Bush who seeks a "one-Agency" solution to past problems; 
we enjoy new and strong support within the Executive, in the Senate. ^ 
and among the public at large; and we have the satisfaction of knowing 
that our daily, bread-and-butter work in support of the government has 
not been disrupted; that work continues and can be improved: Working 
together, improvement is assured. 


Deputy 



25X1A 


E. H. Knoche 
Director of Central Intelligence 
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